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Current Trends 


Effective June 29. . . the maximum allowable interest on FHA-insured single-family and 
multifamily mortgage loans were increased to 9% percent. . . from the previous 9 percent. 
The new single-family rate was determined after consultation between Secretary Harris and 
VA Administrator Max Cleland. . . who simultaneously announced the same change in the 
maximum rate for VA home mortgage loans. This is the second time in 5 weeks that the 
single-family rate was changed. Mrs. Harris said that the increase was necessary to bring FHA 
rates in line with other competitive rates in the money markets. The change should increase the 
availability of FHA financing for moderate-income home buyers and sellers. .. and to free much 
needed capital financing for apartments. 


A joint HUD-Census Bureau preliminary report on the more than 1'4 million new houses 
built in 1977 shows that more than half (51 percent) of them had more than 1,600 square feet 
of living space compared to only 49 percent of those built in 1976. 


The latest sale of Urban Renewal Project notes showed a slight decline from the last 
sale. . . as $58.4 million of short-term notes (average 6.8 months) of 30 issuing Agencies 
were issued. The June rate was 3.895 percent. .. compared to 3.9 in May. 


The FHLBB reports interest rates on conventional home mortgages increased for the 
sixth straight month in May. For newly-built homes. . . the rate was 9.37 percent. . . up from 
April’s 9.30. For previously-owned homes. . . the rate was 9.38 percent in May. . .. up from 
9.35 in April. . . and the highest rate since February 1975. 
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New Funds for ‘Troubled’ Projects 


Speaking to the meeting of the U.S. Conference of Mayors in Atlanta. . . Secretary 
Harris outlined the details of a new 30-month effort by HUD to improve living conditions and 
upgrade the management of Public Housing Projects. About $180 million of HUD funds will 
be made available for the new Urban Initiatives Program. 


In describing the objectives of the Program. . . Mrs. Harris said ““The most troubled 
Housing Authorities and Projects will be assisted. The ties between the Mayors and the Housing 
Authorities will be strengthened. Urgent needs of physical rehabilitation will be met. A manage- 
ment program to pinpoint accountability and institute more cost-effective budgeting. . . and 
a crime/prevention program and crime insurance that will encourage the participation of 
residents. . . will be instituted. And an Urban Partnership Program will make grants available 
to cities which work with Public Housing Authorities in rebuilding neighborhoods.” 


The National Association of Housing and Redevelopment Officials. . . has announced 
that it will assist cities and Housing Authorities in developing local programs that will be 
eligible for HUD funding. 





New 6-Month Certificates Favorably Received 


Chairman Robert H. McKinney of the FHLBB announced substantial public response 
by both the S&L industry and consumers to the newly-authorized 6-month savings certificate. 


On May 11... the Bank Board authorized S&Ls to issue this new money market certi- 
ficate, as well as a new 8 percent, 8-year certificate. The new money instruments provide 
S&L’s with additional flexibility in competing for savings so as to increase the supply of funds 
available for housing during periods of rising market interest rates. 


Initial industry and public response to the new 6-month certificate was measured by 
a special Bank Board survey of the experience of approximately two-fifths of the savings held 
by all S&Ls and including the approximately 20 largest associations in each of the 12 Federal 
Home Loan Bank Districts. 


The major findings of the survey covering June 1-7. . . the first week during which 
certificates could be offered. . . and when the regulatory ceiling rate established for the new 
certificates based on the Treasury bill auction was.7.410 percent, were: 


(1) Nearly all (93 percent) of the large associations surveyed were offering the new 
certificate during the first week of June. Approximately 93 percent of all the large associa- 
tions doing so were offering the maximum rate permitted by Bank Board regulation, although 
not all institutions were using the most favorable compounding procedures. Practically all 
(99 percent) of the large associations offering certificates required only the $10,000 minimum 
denomination specified by regulation. 


(2) The associations surveyed issued slightly more than $1 billion of money market 
certificates during the first week of June. On June 7 this represented about 7/10 of 1 per- 
cent of total savings at the institutions surveyed. This is a relatively substantial volume of 
activity for so short a period; monthly net new savings receipts of associations thus far this 
year have averaged only approximately one-half of one percent of savings balances. 


(3) Somewhat less than one-half of the $1 billion of funds that went into money market 
certificates at large associations in early June represented new money to these institutions. 
The remainder reflected transfer of funds from previously existing savings accounts at asso- 
ciations into the new savings instruments. Approximately one-half of the institutions surveyed 
provided an estimate of the institution and the median of these certificates that were new 
to the institution. The median of these estimates was in the 40-45 percent range, although there 
was considerable variation among associations. 


These findings, Chairman McKinney said, indicate many associations have been quick 
to take advantage of the new competitive tool and the new money market certificate has helped 
them to obtain or retain funds that otherwise would have been invested in other ways. 


The substantial response to the new savings instrument in the form of both new money 
and transfers from existing accounts also shows substantial consumer acceptance of a new, and 
somewhat more complex savings instrument, said McKinney. 


He also explained that the Bank Board expects that a larger percentage of the funds 
going into money market certificates will represent new money in late periods after the transfer 
of funds from existing accounts is largely completed. 


The Board will be providing further reports on activity in money market certificates in 
the months ahead, he said. 


The current survey covers only large associations, although they represent a very 
substantial share of the industry in terms of assets. The initial response of smaller institutions 
may have differed somewhat but no information on this is currently available. 





Tribute Paid to Senator Sparkman 


It was an unusual event honoring an unusual man. A testimonial dinner was held in 
Washington marking the not-too-distant voluntary departure of the veteran Alabama lawmaker 
from public life. Representatives of all segments of American life gathered to pay tribute to 
John J. Sparkman. . . who had announced he would not seek reelection to the Senate in 
November. For more than 40 years. . . first in the House and later in the Senate. . . Senator 
Sparkman was a leading proponent of Federal housing and redevelopment programs. . . serving 
from 1967 to 1975 as Chairman of the Senate Committee on Banking, Housing, and Urban 
Affairs. He had to relinquish that post under Senate rules when he became Chairman of the 
Senate Foreign Relations Committee. He still retains his chairmanship of the Housing Sub- 
committee. 


Among the many people who expressed their admiration and gratitude to the Senator 
at the dinner. .. HUD Under Secretary Jay Janis said: “‘Housing needs a John Sparkman. What 
is there about contemporary American urban politics that makes it so absolutely necessary to 
have a John Sparkman in a leadership role? By ‘a John Sparkman,’ I mean someone of enormous 
ability who is located in an important leadership position in the U.S. Congress. 


“So the need for a John Sparkman in the past... and the need for one in the future. . . 
has been and will be the need for someone to continually remind policymakers and 
to educate the public at large.” 

Everybody connected with housing will miss this remarkable man. 
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Family Homesteading Tested in New York 


Two distressed New York City neighborhoods. . . plagued with housing abandon- 
ment, population loss, and high unemployment. . . will become the first testing grounds for 
tenant ‘sweat equity’ ownership of homesteaded cooperative apartments. . .according to Secre- 
tary Harris. 


Up to now. . . HUD’s Urban Homesteading Program. . . successful in 39 cities. . . has 
involved only single-family dwellings. 


Under this inaugural multifamily housing homesteading demonstration. . . the two 
nonprofit sponsors. . . People’s Development Corporation and Interfaith Adopt-A-Building, 
Inc.. . . will help tenants of the South Bronx and Lower East Side Manhattan become ‘sweat 
equity’ owners of their cooperative apartments by fixing them up themselves. 


Besides HUD assistance. . . the demonstration has the financial backing of the 
Chemical Bank of New York City, which is negotiating a participation agreement with three 
other area banks. . . Citibank, Bowery, and Morgan Guaranty Trust Company. 


“We want to see this demonstration become a national program, with numerous 
community organizations working with the appropriate levels of government. This is the best 
way for the program to benefit the most people,” said Juan Villanueva, Chemical Bank Vice 
President and Director of the Bank’s Urban Housing Unit. 


The City of New York will deed five abandoned buildings with 74 dwelling units 
to the People’s Development Corporation in the South Bronx, and seven abandoned 
buildings with 79 units to Interfaith Adopt-A-Building on the Lower East Side. 


Under the ‘sweat equity’ Homesteading Demonstration Program, the city-owned 
multifamily tenaments will be restored by tenants who received job training and pay from 
Comprehensive Employment Training Act (CETA) funds allocated to the City of New 
York. 


New York City will allocate $1.5 million in CETA funds to train 77 homesteaders 
to repair the South Bronx project, and $1.7 million in CETA money to train 80 home- 
steaders to fix up the Lower East Side buildings. Experienced construction supervisors will 
train the homesteaders. 


The nonprofit organizations will receive interim financing for the reconstruction of 
the homesteaded buildings from the Chemical Bank. 





Significant Decisions 


In Marion Taylor, et al. v. Harris, McIntyre, et al., United States District Court for 
Connecticut, (CA. No. 78-86) denied a preliminary injunction sought by tenants of a Section 
236 project in Connecticut to prohibit implementation of that portion of a HUD-approved rent 
increase attributable to increases in taxes and utilities and to require the Secretary immediately 
to implement the tax and utility cost subsidy program authorized by the Housing and Commu- 
nity Development Act of 1977. In denying plaintiffs’ claims. . . the Court considered the Secre- 
tary’s plan for implementing the ’77 program and found it reasonable in the circumstances. 
The Court noted that the Act establishes a maximum subsidy but no minimum, and held that 
in view of the insufficiency of funds, plaintiffs could not compel the Secretary to make pay- 
ments to any particular project and acknowledged broad discretion in the Secretary to dis- 
tribute the funds to those most in need. Further. . . the Court held it would not enjoin the 
collection of the rent increase since the mortgagor’s rights were based on statutory criteria 
entirely independent of the subsidy program. 

In Texas Landowners Rights Association, et al. v. Harris, et al., the United States 
District Court for the District of Columbia, (C.A. No, 77-1962) has granted the Government's 
motion for summary judgment. . . rejecting plaintiffs’ contention that the National Flood 
Insurance Program (NFIP) violates State sovereignty. The Court sustained the constitutional 
authority of Congress to encourage community participation in the NFIP by conditioning 
the availability of Federal financial assistance for acquisition and construction purposes in 
flood hazard areas on such participation. It also held that the NF/P did not take property with- 
out just compensation and provided affected communities and landowners with procedural 
due process. 


Rehabilitation Forum Scheduled 


How rehabilitation can be used to revitalize older neighborhoods is the focus of a 
HUD Consumer Forum on July 14 in Washington. Details may be obtained from John 
Garrity, HUD Office of Community Liaison, Room 4212, Washington, D.C. 20410 (202) 
755-6996. 
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